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MALI 
KEY ECONOMIC INDICATORS 


Area: 465,000 sq. miles Population Growth Rate: 2.52 


Population: 7.4 million GDP per Capita: USD 148 
Population Density: 16 per sq. mile 


1983 1984 1983/84 1985 Proj. 


Exchange Rate - USD 1.00 - se CFA 381.07 CFA 437.00 2 Change CFA 450.00 
eb ' : 


in CFA Francs 

ECONOMIC AND FINANCIAL INDICATORS: * 

GDP Current Prices (US$ millions) 1,039.0 16.8% 1,128.0 
GDP Deflator (Annual Rate of Change) 102 6% 
Domestic Credit (Annual Rate of Growth) 15% 11% 
Interest Rate (For One Year Deposit) 5% ; 9% 
Gross Domestic Investment (% of GDP) 25% 
Gross Domestic Savings (% of GDP) 7% 
Resource Gap (% of GDP) -182 
Food/Price Index (% Change) 64 


BALANCE OF PAYMENTS 
(In U.S. $ millions) 
Exports 
(Cotton) 49.2% 
(Livestock) 0.1% 
Imports 22.64 
(Cereals) 152.3% 
Trade Deficit 19.C% 
Services 3.64 
Private Transfers 4.7% 
Current Account (Excl. Foreign Grants) 15,84 
Current Account (Incl. Foreign Grants) 6.1% 
Non-Monetary Capital - 31.7% 
Debt Relief 


-59,54 
Overall Balance of Payments Deficit 588.1% 


25.9% 


External Debt 23.8% 

(Medium/Long Term) 20.9% 
Arrears =5 43. 3% 
Debt Service Ratio 

(As 2 of Export Goods/Services 

and Private Transfers) 12% 


Estimated Total Annual Project 

Assistance 203 29.3% 
U.S. Total Bilateral/Regional ‘ 

Food Assistance 47 156.7% 69 
World Bank Project Assistance 63 803.1% 
Estimated Total Annual Food Aid 


(Metric Tons) 80, OOOMT 170, OOOMT 112.5% 230,000MT 
USG Total Food Aid 10,000MT 45, 000MT 350.0% 90,000MT 


* Figures have been rounded so sub-totals do not equal totals. 





SUMMARY: Mali gained independence from France in June, 1960. Since 
then, Mali has had only two heads of government. The Malian 
constitution of 1974 provides for an elected president and national 
assembly under a single political party, the Union Democratique du 
Peuple Malien (UDPM). The present government, led by General Moussa 
Traore since its inception in 1968, began an ambitious program of 
political and economic reform in 1979. 


Mali, supported by the International Monetary Fund (IMF), the World 
Bank, and Western and Arab bilateral assistance has made significant 
progress in the last five years in reforming its discredited centrally- 
controlled economy. Mali has completed two IMF stand-by arrangements, 
the first in 1983, the second in the summer of 1985. The GRM* began 

a third 18-month stand-by arrangement in November 1985. Under its 


reform program, the Government of Mali has successfully accomplished 
the following: 


--Reorganization of public finance. 
--Reform of state enterprises - closure and reorganization. 


--Reform of agricultural policy - improved grain marketing 
and increased cotton production. 


--Support of the private sector - developed a liberalized 
investment code and new commercial code. 


--Civil service reform - reduced employment and instituted 
a competitive examination for civil service employment. 


Last year and the preceding five to eight years joined 

to form the worst drought of the century. Although the drought has 
ended, the threat of recurring food shortage is a serious constraint 
to economic development. Despite a national commitment to economic 
reform and relatively good soils in the south, cereal production has 
fallen in recent years. Over the past ten years’ the climate 
throughout Mali, particularly the great inland delta of the Niger, 
has become dryer. This has resulted in serious losses of crops and 
cattle, declining agricultural productivity, and increased reliance 
upon donations of grains from the West. 


On the macro-economic side, reduced world prices for cotton and the 
lingering impact of the drought have depressed domestic production, 
employment, and consumption. Consequently, planned improvements 

in the balance of payments will not be realized without increased 
levels of outside aid. Internally, GRM's* deficit spending and arrears 
will rise without new revenue sources. Finally, significant adjust- 
ment will have to be made within the cotton sector to reduce 
production costs. Inflationary pressures have been mounting, 
especially for food commodities. Employment expansion in the modern 


* Government of The Republic of Mali 





sector (both public and private) has been inadequate to absorb a 
growing labor force. Government control tightened on credit creation 
as a result of Mali's entry into the West African Monetary Union. 


Almost all of Mali's 7.4 million people live in the southern third of 
the country, where subsistence farmers produce rice, millet, and corn. 
Cotton, grown in the south, and cattle, raised along the Niger River, 
are Mali's principal exports. Foreign assistance for development 
projects and food aid amount to almost $200 million annually. The USG 
is a leading bilateral supplier of food aid and project assistance. 
Mali is the first country to receive a grant under the new USAID 
Economic Policy Reform Program for Africa. End summary. 


Mali is one of the five poorest countries in the world, and reputedly 
the poorest to ever successfully complete two consecutive IMF stand-by 
arrangements. It has few proven natural resources other than produc- 
tive land for crops and pasture in the southern third of the country. 
Despite a serious drought disrupting agricultural production, the 


government is carrying out a five-year economic reform program that 
has as its main objectives: 


--Increased agricultural and pastoral production; 


--Improved management of government operations by 
reorganization of state enterprises and reduction 
of budget and external deficits; 


--Rationalization of commercial, trade, and investment 


codes to encourage less dependence upon government 
employment. 


To achieve these objectives, President Traore requested assistance 

from the IMF and Western donors after it became obvious that Mali 

could not longer sustain a centrally controlled economy. Under a 

$30.0 million IMF stand-by, the government dismantled important aspects 
of state economic control and improved financial operations. In 
November 1985, the IMF approved an 18-month $23.0 million stand-by 
which is principally designed to restore internal and external financial 
equilibrium. Mali's entry into UMOA in the summer of 1984 included 
conversion from the Malian franc to the CFA franc and compliance with 
BCEAO interest rate, credit, and financial practices. 


Growth of GDP per capita is only about one percent because of falling 
production of subsistence crops and reduced purchasing power. Farmers 
and herders have suffered substantial losses due to the extended drought. 


Footnotes: 


USG-United States Government UMOA-West African Monetary Union 


USAID-U.S. Agency for Intl. Dev. (West African Users of the CFA 
IMF-International Monetary Fund Franc) 


BCEAO-Central Bank of West African 
States (Central Bank for UMOA) 
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This has reduced their income, the amount of grain available locally, 
and employment opportunities. Unemployment and underemployment remain 
major problems as creation of new jobs has lagged behind the expansion 
in the skilled and unskilled labor pools. Although investment, 
supplied principally from public transfers, has remained constant, 
there has been little growth in domestic savings. The cost of living 
rose with entry into UMOA and the impact of the drought, but is now 
about six percent. Despite a ten percent wage increase in the spring 


of 1985, price increases are generating further pressures on salary 
levels. However, improved fiscal discipline and revenue collection 
have reduced the deficit on the central government's operations account. 


Foreign grants play a key role in Mali's development program and 
contribute greatly to reducing the current account deficit. Food aid, 
the great bulk of which is provided by Western donors, has increased 
five-fold from 1982 to 1984, and project assistance has risen by about 
20 percent. In 1985 the USG provided 20 percent of total project 
assistance and 40 percent of total public food aid. Foreign debt, 

owed principally to Soviet and Arab countries, is about equal to 

annual GDP. Debt service, despite debt relief provided by France and 
others, will amount to 20 percent of GDP due to loans for infra- 
structure. The balance of payments deficit is about one percent of GDP. 


In close cooperation with the World Bank and the IMF, the government 
has developed a plan to diminish the role of the public sector. This 
approach includes reducing debt and expenditures of state enterprises 
by liquidation, reorganization, diversification of management and 
equity, and reduction of the public sector work force. Thus far, the 
government has closed six state enterprises, established more rigid 
financing regulations, and laid off more than 2,500 employees. In 
order to further the reform process and correct the inherent 
inefficiency of state enterprises, the World Bank and the government 
intend to seek funding and technical assistance for consolidating and 
converting public enterprises into mixed or private companies. Both 


Somiex (Export/Import agency) and Air Mali will be reorganized and 
possibly closed. 


Mali's major success story to date is the cereal market restructuring 
program. Beginning in 1979, the government allowed private imports 

of rice and grain. The majority of all commercial cereal imports are 
now financed by private entrepreneurs. The government subsequently 
agreed to allow local farmers to sell grain on the open market, thereby 
permitting them to seek a better price than that offered by OPAM, the 
state purchasing monopoly. The program has resulted in reduction of 
OPAM's operating deficit, improved cereal marketing, and increased 


% 
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producer prices. The government has approved a plan to extend cereal 
market reform to rice production, including the country's largest 

rice producing entity, the Office du Niger. In addition to market 
liberalization, the government has raised producer and consumer prices 
of coarse grains and rice to near market levels. 


Government commitment to economic reform over the past few years resulted 
in Mali's selection as the first recipient of a grant under USAID's 
Economic Policy Reform Project (EPRP). The $18.0 million EPRP will 

allow the government to reform its civil service and tax administration. 


Mali probably has greater potential for increased agricultural production 
than any other landlocked Sahelian country. Promising possibilities 
exist for expansion of irrigated agriculture along the Senegal and Niger 
Rivers. Should climatic conditions improve, productivity of dry-land 
agriculture and livestock resources could be upgraded. 


Cotton and cattle account for about 70 percent of total export receipts. 
However, the value of cotton exports are projected to fall by 20 percent 
in 1986 as a result of lower world prices. The cotton sector is 
expected to sustain sizeable losses that will force reductions in 
operating costs and production. About 40 percent of GDP comes from 
crops, livestock, fishing, and forestry; some 75 percent of Mali's 
active population is engaged in these occupations. The three main 
climatic zones in which production occurs and in which Malians live are: 


--The Soudano-Guinean zone, (rainfall over 1,000 millimeters 
annually) Mali's most important and reliable source of 
agricultural production. Farmers in the southern tip of 
the western third of the country have continued to increase 
yield and acreage in cotton. Subsistence crops, vegetables, 
and tobacco are also grown in this zone. 


--The Sahelo-Soudanic zone, (rainfall from 400 MM to 1,000 MM 
annually) characterized by a mixed system of agricultural 
production. The current drought has severely affected 
subsistence farmers throughout the inland delta of the Niger 
and also reduced rice production dependent upon the flooding 
of the river. Multi-national lending institutions and 
bilateral aid donors, including the U.S., are providing 
assistance designed to reduce the impact of the drought by 
developing irrigation systems and drought resistant crops. 
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--The arid Sahelian zone, (rainfall less than 400 MM annually) 
which is most affected by recurrent drought and famine. 
Other than the production of rice and wheat along the banks 
of the Niger, Mali's thinly populated northern regions 
derive nearly all their food and income from nomadic or 
transhumanant pastoralism with cattle, sheep, and goats. 

The Sahara Desert lies north of this zone and encompasses 
over half the territory of Mali. 


Given the importance of agricultural development, the USAID Mission 


devotes a large part of its assistance to supporting Malian efforts 
in three principal areas: 


--Acceleration of policy reform - by improving agricultural 
organization; 


--Improved management - by upgrading human resources through 
training; and 


--Strengthened research - by expansion and improvement of 
farm delivery systems. 


Directly related to agricultural development, and an essential 
ingredient in the USAID program, is the delivery of grain to support 
those people most affected by the drought. During 1985, USAID 
provided 80,000 MT of grain to the Malian people. This grain was 
distributed throughout the country by the government and international 
non-profit voluntary organizations. The active Peace Corps program 


of about 80 volunteers (soon to be doubled in number) also supports 
the government's development goals in agriculture and health. 


In the short term, both the trade and investment outlook are limited by: 


--The small market size, language and labeling standards, 
traditional trade and financial relations with Europe 
(especially France) and other African markets; 


--Higher transportation costs from the U.S., the still 


relatively strong dollar, and a general lack of interest 
of U.S. exporters in Mali. 


A possible market for American exports of equipment and service, 
however, is provided by procurement connected with USAID and World 
Bank development projects. The best prospects for U.S. exporters 
include agricultural, construction, irrigation, and communications 
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equipment, and basic food commodities, particularly rice. The Malian 
railway, airline, and television station use American equipment and 
would like to make further American purchases, but their sources of 
financing are extremely limited. As a rule, major purchases of 
equipment are financed through foreign assistance programs. Major 
private imports are fuel, food, machinery, and vehicles. 


GRM's economic reform program and emphasis upon development of the 
private sector have improved the opportunities for foreign and 
domestic investors. A new commercial code promotes development of 
the private sector by reducing cumbersome regulations. Enlarged 
market access afforded by Mali's entry into UMOA also contributes to 
better investment possibilities for the American entrepreneur. 

Gold exploitation and purchasing, agri-business, and food processing 
are among the more promising sectors for investors. Enterprising 
businessmen may also want to explore the possibility of providing 
technical assistance and new investment for reorganizing state 
enterprises undergoing reorganization. 








